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Irish Money and Banking Statistics:  
A New Approach
Rory McElligott and Martin O’Brien*
Abstract
The Central Bank of Ireland (CBI) recently undertook a complete review of  
the Monthly Statistics publication and this culminated in a new framework  
for the publication of the national banking statistics released in July 2010  
as Money and Banking Statistics. The aim of this paper is to provide users  
with an overview of the new structure, the concepts employed and motivation 
behind the review. Full details are provided on the new approach to calculating 
transactions and growth rates and the conceptual advantages of this approach. 
The new framework should provide users with a more detailed, clearer and 
easily accessible picture of the underlying financing activity through the banking 
sector in Ireland. Several uses of the data are also explored in the paper, 
including a more refined sectoral approach to the analysis of credit flows to  
the real economy, rather than the broad private-sector credit (PSC) approach 
that was frequently used in the past. Recent developments in household and 
corporate deposits are also discussed. One of the main advantages of the new 
Money and Banking Statistics is the direct comparability with similar measures 
for the euro area. This allows for the credit boom and subsequent downturn 
witnessed in Ireland in the past decade to be meaningfully placed in a wider 
context.
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Section 1: Introduction
Monetary and financial statistics provided  
by central banks play a key role in informing 
monetary policy formulation and economic 
analyses for both domestic and European  
policy-makers and in contributing to wider 
financial stability. They are also widely used  
by professional analysts and the general  
public. The most prominent aspect of these  
data historically related to the activities of the 
banking sector, and the consequent implications 
for the evolution of monetary aggregates (e.g. 
deposits) and their counterparts (e.g. credit)1 as 
presented in the Central Bank of Ireland Monthly 
Statistics. Since July 2010, the Monthly Statistics 
publication has been discontinued and replaced 
with a new monthly statistical series, Money  
and Banking Statistics. The new series was 
introduced to overcome a number of conceptual 
and methodological issues that were making 
meaningful interpretations of developments  
in the Irish money and banking data difficult  
for users through the old Monthly Statistics,  
in particular the developments in the flow of  
bank lending into the economy since the onset  
of the financial crisis. The presentation of data  
in the new Money and Banking Statistics is also 
more aligned with that of the ECB for euro area 
monetary aggregates, as well as those published 
by many other national monetary authorities in  
the European System of Central Banks.
In this paper we provide an overview of the new 
series, which is currently available back to 2003. 
Full details are provided on the new approach  
to calculating transactions and growth rates, and 
the conceptual advantages of this approach. The 
new framework should provide users with more 
detailed, clearer and easily accessible information 
on the financing activity through the banking 
sector in Ireland. A significant advantage of the 
new presentation is the more direct comparability 
with other available data for the euro area as a 
whole and other Member States. Several uses of 
the data are also explored in the paper, including 
a more refined sectoral approach to the analysis 
of credit flows to the real economy, rather than 
the broad private-sector credit (PSC) approach 
that was used in the past. Recent developments 
in household and corporate deposits are also 
discussed at a sectoral level.
The paper proceeds as follows: Section 2 
discusses the motivation for the changes 
introduced in Money and Banking Statistics  
and the analytical benefits arising from this new 
approach; Sections 3, 4 and 5 provide an overview 
of developments in private-sector credit and 
deposits from the new data series, placing them 
in a comparative euro area context and Section 6 
concludes.
Section 2: Motivation for and 
Benefits of the New Money and 
Banking Statistics
The new presentation of the Central Bank  
Money and Banking Statistics is designed to 
provide more detailed and informative data on  
the Irish banking market. It also aims to address  
a number of weaknesses in the methodological 
and dissemination framework that had became 
apparent in recent years. The main issues that  
the Central Bank aimed to address were:
n  to improve the ability of users to understand 
real economy financial activities;
n  to provide greater clarity on flows of credit 
and money;
n  to provide a balance sheet for the domestic 
Irish banking system2;
n  to improve accessibility and comparability  
of the data.
The remainder of this section explores in detail 
the many conceptual difficulties that arose with 
the old presentation of Monthly Statistics. These 
problems had become particularly acute in recent 
years when flows of credit to the real economy, 
(whether corporate or households), were under 
increased scrutiny. However, due to a number of 
methodological and conceptual factors, the ability 
to draw reliable conclusions from the data was 
seriously reduced.
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1  The statistical outputs of the Central Bank have increased substantially in the past year and now encompass detailed data on other 
aspects of the financial sector, e.g. investment funds, as well as quarterly financial accounts for each economic sector, and data on 
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2  The Domestic Market Credit Institutions’ balance sheet provides data on the sub-set of Irish resident credit institutions which have  
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non-financial corporations. This category excludes more internationally focussed institutions, such as those based in the IFSC.  
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2.1  Methodological & Conceptual Issues
The most commonly referenced statistic from  
the old Monthly Statistics publication was PSC. 
Recent developments have shown that this is  
no longer an appropriate gauge of the credit 
flowing to the domestic real economy, particularly 
as shadow banking activity3 is included in PSC. 
For statistical purposes, the private sector 
comprises Insurance Corporations and Pension 
Funds (ICPFs), Other Financial Intermediaries 
(OFIs), Non-Financial Corporations (NFCs) and 
Households, with these sectors being defined  
in accordance with the international statistical 
framework laid down in the European System of 
Accounts (ESA 95). The first two categories are 
part of the financial sector and their investment, 
deposit and financing decisions are more likely  
to be driven by developments in the financial 
sector, rather than by real economy considerations. 
Indeed, it is frequently the case that the credit 
flows in these categories are directly related to 
the financing activities of banks.
One case in point, which is particularly relevant  
to Ireland, relates to bank purchases of debt 
securities issued by special-purpose vehicles 
(SPVs), which, in many cases, act as an 
alternative financing mechanism for banks.  
For example, Bank A sells securitised loans  
to an Irish resident SPV. The SPV (classified  
in the private sector as an OFI) then issues  
debt securities, which are frequently traded  
on secondary markets. Bank B may purchase 
these debt securities and report this as credit 
advanced to an Irish private-sector OFI, resulting  
in a transaction motivated by bank financing  
being included in private sector-credit. This also 
results in a compositional change in the sectoral 
distribution of credit which does not actually 
reflect underlying economic activity. Developments 
in PSC can, therefore, be misleading, when the 
activities of non-bank financial intermediaries  
are included. Instead, an approach which 
disaggregates PSC by sector is much more 
informative.
To understand credit conditions within an 
economy, users need to be able to separate 
period-on-period changes in the credit institution 
balance sheet between those changes arising 
from underlying transactions and those due to 
other factors. The new series facilitates this 
differentiation. Any balance sheet item, (for 
example loans), can change from one month  
to the next due to a number of factors:
n  new lending or repayments (true transaction,  
or underlying business related events);
n  revaluation changes (write-downs/write-offs 
and changes in impairment provisions)4;
n  reclassifications (bank incorrectly classifying 
loans);
n  securitisation and other loan transfers  
(e.g. transfers to the National Asset 
Management Agency (NAMA));
n  exchange-rate movements, which change  
the book value of non-euro denominated 
loans when reported in euro.
Developments in credit are best understood by 
examining underlying transactions (the derivation 
of which are described in Box 1), rather than 
comparing balance sheet changes over time.  
This is increasingly true in the current climate, 
when non-transaction effects are particularly 
significant. The difficulties in interpretation are 
highlighted in Chart 1, which compares the 
quarterly flow of NFC and household loans  
(after adjusting for non-transactions effects) with 
the quarterly change in on-balance sheet loans.
Chart 1: Loans to Irish Households and NFCs, 
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3  Shadow banking refers to the activity of financial institutions which are non-depositary, i.e. they are not credit institutions and as such 
are not subject to the same degree of regulation and oversight as traditional banks. These include special purpose vehicles (SPVs) 
and investment funds, among others, which are considered part of the ‘other’ financial intermediary sector. In many cases these 
institutions act as wholesale finance providers for credit institutions or as intermediaries between credit institutions. Their inclusion  
in PSC and deposit data therefore distorts to an extent the true level of interaction of the banking system with the real economy.
4  Valuation changes are also particularly relevant for changes in the carrying value of securities, where those securities are subject  
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Without the adjustment to the underlying flow, 
any inference from the data would have been 
misleading, in particular since mid-2007. The 
difference between the two series can be 
explained by the non-transaction related effects 
listed above – the inclusion or exclusion of which 
leads to significantly different rates of change 
being analysed. For example, at end-Q3 2010, 
loans to NFCs had declined by an underlying  
1.6 per cent year-on-year, compared with a 
decline in on-balance sheet outstanding amounts 
of 31.2 per cent over the same period. In effect,  
for the period Q2 2003 to Q1 2009, the changes 
in outstanding loan amounts underestimated  
the level of underlying increase in lending to 
households and NFCs, whereas from Q2 2009 
onwards they overestimated the underlying 
decrease in loans to these sectors.
Prior to 2008 much of the difference between 
changes in the outstanding amount of loans  
and the underlying loan flows were due to the 
securitisation of residential mortgages5. During 
2009 and 2010, the impact of securitisation  
has been compounded by a rise in impairment 
provisions, particularly on property-related 
lending, as well as transfers and write-downs 
related to the establishment of NAMA. For 
illustration, Chart 2 highlights the difference 
between the underlying flows and changes  
in on-balance sheet amounts on a monthly  
basis during 2010 and breaks this difference  
into its component parts. The impact of NAMA  
transfers is particularly noticeable through 2010.
Excluding the non-transaction changes is, 
therefore, essential to interpreting the underlying 
flows of loans to the real economy. Similarly, 
underlying trends in deposits can be distorted  
by reclassifications or exchange-rate movements. 
Under the old statistical presentation, such an 
analysis would not have been possible.
Chart 2: Breakdown of Differences Between 
Monthly Changes in Outstanding Amounts  
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Source: Central Bank of Ireland.
2.2  Presentation of New Data
The new series are presented in a user-friendly 
time-series on the Central Bank of Ireland 
website6. The suite of tables published covers  
all resident credit institutions as well as providing 
separate balance sheet information on ‘Domestic 
Market Credit Institutions’ – in essence, these 
represent banks with a retail presence in Ireland 
while excluding the more internationally focussed 
IFSC banks. This allows for a more coherent 
analysis of developments in the balance sheets  
of those institutions who undertake business 
within the domestic real economy. In Money and 
Banking Statistics, underlying transactions are 
presented for the major series of interest, as  
well as annual rates of change based on these 
transactions. The methodology and formulae 
used to compile the growth rates is  
also discussed in Box 1.
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Section 3: Loans and Other 
Credit Advanced to the  
Private Sector
The new Money and Banking Statistics facilitates 
direct comparability with similar measures for  
the euro area. This allows for the credit boom 
witnessed in Ireland in the early part of this 
decade, as well as the contraction in credit  
over the last two years, to be meaningfully  
placed in a wider context. In this section we 
discuss trends in lending by resident credit 
institutions to the domestic private sector since 
2003, concentrating mainly on households and 
NFCs, and compare these credit developments 
for Ireland and the euro area as a whole7. We then 
examine the rise in credit institutions’ holdings of 
securities issued by the domestic private sector, 
and the implications of this for aggregate credit 
measures and other monetary developments.
3.1  Loans to the Domestic Private Sector
The largest proportion, albeit decreasing,  
of credit advanced to the Irish private sector by  
credit institutions in Ireland and the euro area  
as a whole, is in the form of loans. In 2003 loans 
accounted for approximately 95 per cent of credit 
outstanding on credit institutions’ balance sheets 
in Ireland. This continued to be the case through 
to 2009. Since then, however, the share of  
loans in Irish private-sector credit has fallen  
to approximately 83 per cent (see next section)  
and is now similar to that of the euro area  
(82.6 per cent, September 2010).
From Q1 2003 to Q3 2010, the outstanding 
amount of loans to the domestic private sector  
in Ireland increased by 185 per cent (Chart 3). 
This corresponded to annual growth rates in 
excess of 20 per cent through most of 2004  
to 2007. These annual growth rates peaked  
in Q4 2005 at approximately 30 per cent and have 
been declining consistently since then, before 
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Box 1: Transactions and Growth Rates in Money and Banking Statistics
The presentation of data in Money and Banking Statistics is for the most part consistent with that  
in the Money, Banking and Investment Funds section of the Euro Area Statistics in the ECB Monthly 
Bulletin. To calculate transactions, or flows (Ft ), the following formula is used:
Ft = (0At – 0At–1) – RVt – RCt – FXt – NFt
Where OA refers to the outstanding amount on-balance sheet of the item in question; RV are  
any revaluation effects due to, for example, loan write-downs or changes in the market value  
of securities held; RC are any reclassifications reported due to, for example, the correction of  
long-term reporting errors or a new Member State joining the euro area; FX are changes in the  
euro outstanding amounts of non-euro denominated items due to movement in exchange rates;  
and NF is the net flow of securitised or otherwise transferred loans to a non-credit institution.
To calculate annual rates of change, the following formula is used, which calculates the cumulative 
change resulting from monthly transactions or flows.
∆% = [  ∏
11
i=0






Alternatively, a notional index of outstanding amounts can be constructed by setting a base  
period and indexing changes from that time with each monthly underlying percentage change.
FM
t  ⁄0At–1
In essence changes over a 12-month period in the notional index of outstanding amounts  
will be the same as those calculated using the first growth rate formula above. This notional index  
is applied to outstanding amounts for various categories of credit in Ireland and the euro area in  
Section 3 of this article.
*  For a detailed discussion see the ‘Handbook for the Compilation of Flows Statistics on the MFI Balance Sheet’, ECB (2006). 
Available at http://www.ecb.int/pub/pdf/other/handbookcompilationflowstatisticsmfibalance200602en.pdf.
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7  The euro area flows and growth rates of loans to NFCs and households are only adjusted for securitisations and other transfers  
post Q4 2008. Corresponding Irish data are adjusted for securitisations and other transfers from the beginning of the series in 2003. 
The total flow and corresponding growth rates of loans to the private sector in aggregate for the euro area are, however, adjusted  
for securitisations and other transfers back to 2003, as is the comparable Irish data.112 Quarterly Bulletin 01 / January 11
turning negative during Q3 2009. Outstanding 
private-sector loans in Ireland peaked during  
Q3 2008 at €419.7 billion based on the notional 
index8. The ensuing intensification of the 
international financial crisis, which heightened  
the already emerging weaknesses of the domestic 
financial system (Honohan, 2010), as well as  
the contraction in general economic activity, all 
contributed to the fall in loans outstanding from 
their peak. By Q3 2010, Irish private-sector loans 
had fallen by 6 per cent from their Q3 2008 peak, 
with almost three fifths of this decline happening 
during 2010.
In contrast, developments in the euro area as  
a whole were much less dramatic. Loans to the 
euro area private sector increased steadily from 
2003 through to the onset of the international 
financial crisis. This included double-digit rates  
of annual growth from 2006 through to mid-2008, 
peaking significantly later than Ireland at 12.2 per 
cent in Q4 2007. Growth rates have since slowed, 
but have only turned slightly negative in one quarter 
(minus 0.1 per cent, Q1 2010). From Q2 2010, 
private-sector loans in the euro area have begun 
to rise again, as the credit cycle appears to have 
passed its trough, something not yet true for Ireland.
Chart 3: Loans to the Domestic Private Sector,  
Notional Index of Outstanding Amounts (LHS)  
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Sources: Central Bank of Ireland and ECB.
The macroeconomic context in which these 
developments in private-sector loans took  
place must also be considered. Growth in  
lending obviously contributes to economic  
activity by funding consumption and investment. 
In turn, positive economic conditions improve 
investor and consumer confidence as well as their 
financial position, thus encouraging demand for 
and supply of credit to finance further investment 
and consumption. While much analysis in the 
past has focussed on changes in lending (a flow) 
compared with changes in GDP (a change in  
a flow) it is also informative to directly compare 
flows; for example by looking at the ratio of the 
underlying changes, or transactions in lending  
to nominal GDP. This provides an estimate of  
the direct contribution of lending to economic 
output in a particular period9 and the developments 
in leveraging of the private sector through time, 
as well as allowing for comparisons in this 
contribution across countries/areas. Our focus  
on the underlying flows of lending is consistent 
with recent findings by Biggs et al (2009) that the 
flow of credit is more highly correlated with GDP 
than the stock of credit, particularly during 
periods of economic recovery.
For Ireland, the growth in lending outstripped that 
of nominal GDP for most of the period up to end-
2007. This caused the ratio of annual loan flows 
to nominal GDP to rise in excess of 30 per cent 
from Q3 2005 through to Q2 2008 (Chart 4). This 
ratio averaged almost 3.2 times higher than that 
of the euro area through to mid-2008, but has 
declined swiftly since then and turned negative in 
Q3 2009. This has come at a time when nominal 
GDP has also been falling, suggesting that the 
private-sector contribution to nominal output is 
becoming increasingly reliant on current income, 
savings or other forms of credit such as securities 
issues. Consequently, the contribution from bank 
loans has reduced as deleveraging takes place. 
The decline in resident private-sector deposits 
over the same period also suggests that existing 
funds were used to finance economic activity.  
In the euro area, this share of credit institutions’ 
flow of loans to the private sector in nominal GDP 
also declined through 2009, albeit at much lower 
rates than in Ireland, and was approximately zero 
in Q2 2010.
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8  Notional outstanding amount values are derived by adjusting the outstanding amounts reported on credit institutions’ balance  
sheets to reflect the underlying flows, or transactions, in these balance sheet items over time. These notional outstanding amounts 
can be represented in index form (Chart 3), or in value terms. Changes in the notional index of outstanding amounts correspond  
to the official growth rates published for loans, deposits, etc. by the Central Bank in Money and Banking Statistics and in euro area 
statistics published by the ECB. The notional index is explained in Box 1.
9  A simplifying, but not entirely implausible assumption in this presentation is that loans drawn down in a given period are immediately 
used to finance consumption or investment in the same period.113 Quarterly Bulletin 01 / January 11
Chart 4: Loans to the Domestic Private Sector,  
Net Flow as a Share of GDP, Four-Quarter Sum
%
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3.1.1  Lending to Resident Households
In order to better appreciate the role of lending  
in the real economy, it is useful to examine the 
dynamics of loan growth in the household and 
NFC sectors separately. Chart 5 shows the 
evolution of the index of notional outstanding 
amounts of credit institutions’ loans to households 
in Ireland and the euro area, broken down by 
purpose of the loan, i.e. for house purchase  
or consumption purposes. Household lending  
in Ireland peaked in aggregate during Q1 2009  
at a notional outstanding value of €191 billion, 
equivalent to just over €87,000 for each person  
in the labour force at the time. Since that peak, 
lending to households had fallen by 5.5 per cent 
by Q3 2010, with just over three quarters of that 
decline happening during 2010 alone. In contrast, 
lending to households in the euro area has 
continued to rise despite the prevailing economic 
conditions, albeit at a slower pace than during  
the years prior to 2008.
Chart 5: Loans to the Domestic Household Sector, 
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The developments in aggregate household 
lending mask different underlying dynamics 
between lending for house purchase and lending 
for consumption purposes (Charts 6 and 7 
respectively). Generally, housing related lending 
has not declined as sharply as consumer loans  
in both Ireland and the euro area. In part this  
reflects the shorter maturity of consumer loans 
compared with housing related lending, which 
can contribute to faster reductions in the 
outstanding amounts of consumer loans.
Lending for house purchase peaked in Ireland 
during Q2 2009 at a notional outstanding amount 
of €158.3 billion. Annual growth rates in lending 
for house purchase had been around 30 per  
cent through to the end of 2006, but eased since 
then as the growth in the housing market began 
to decline, before turning negative in Q1 2010. 
Growth rates for lending for house purchase  
in the euro area10 followed a similar trajectory, 
although these rates were much lower in absolute 
terms than those for Ireland up until Q3 2009. 
However, euro area lending for house purchase 
has not contracted as sharply as in Ireland and 
grew at greater than 3 per cent on an annual 
basis at end-Q3 2010.
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10  Unlike the aggregate household lending series for the euro area, the flows and growth rates of lending for house purchase  
and consumption are not yet adjusted for the impact of securitisations and transfers, whereas the Irish series are adjusted fully  
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are slightly biased downwards.114 Quarterly Bulletin 01 / January 11
Chart 6: Loans to the Domestic Household Sector  
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Sources: Central Bank of Ireland and ECB.
Loans to households for consumption purposes 
peaked in Ireland in mid-2008, following a 
number of years where consumer loan growth 
ranged between 20 and 30 per cent annually 
(Chart 7). There was a significant slowdown in  
the growth of consumer lending from late-2006 to 
the end of 2007, which coincided with a decline 
in the ESRI/KBC Consumer Sentiment Index at 
that time. While there was a brief acceleration in 
consumer lending in 2008, the decline from Q2 
2008 has been sharp, particularly in relation to  
the developments at euro area level. Consumer 
credit in Ireland had fallen by 19.8 per cent from 
peak by Q3 2010, again with the majority of this 
decline happening in 2010. The experience in the 
euro area as a whole has been much less volatile, 
with consumer loans peaking in Q3 2008 and 
falling by 2.1 per cent from that peak. Looking  
at trends in the ratio of the net flow of consumer 
loans to personal consumption from the national 
accounts, one can see the pattern of increasing 
reliance on leveraging in Ireland to fund 
consumption compared to developments in  
the euro area. While the ratio has remained 
relatively low and stable in the euro area over  
the past number of years, it was on average  
almost seven times higher in Ireland from 2004  
to mid-2008, and indicates that much more  
of euro area consumption has been financed 
through current income, savings and non- 
bank credit as opposed to loans from credit 
institutions. By Q2 2010, however, the Irish  
ratio had moved into negative territory due  
to deleveraging, thereby triggering a drag on 
consumption and contributing to a rise in the 
household savings ratio to approximately 4.5 per 
cent of disposable income, having been between 
1 to 2 per cent through 2008 and 200911.
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3.1.2  Lending to Resident Non-Financial 
Corporations
Developments in Ireland and the euro area in 
terms of NFC loans followed a similar pattern  
to that of loans to households between 2003 to 
2007, with a much higher rate of growth recorded 
for Ireland. NFC loan growth peaked in Ireland in 
mid-2006 at 36 per cent (Chart 8). Both Irish and 
euro area loans to NFCs peaked in Q1 2009, and 
the adjustments from peak have followed similar 
paths for the most part since then, in contrast  
to that for household lending. By Q3 2010, NFC 
lending in Ireland was 2.9 per cent below peak, 
with that of the euro area being 1.6 per cent 
below peak.
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Chart 8: Loans to the Domestic NFC Sector,  
Notional Index of Outstanding Amounts (LHS)  
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Sources: Central Bank of Ireland and ECB.
Underlying these aggregate developments, 
however, are very different trends in longer-term 
and shorter-term NFC loans. Longer-term NFC 
loans, with an original maturity of over five years, 
can typically be seen as the type of funding that 
firms would access for investment-type projects, 
whereas shorter-term loans, with an original 
maturity of up to one year, are more likely  
to reflect facilities for working capital, etc. 
Comparing developments in Ireland to  
the euro area, it is in the longer-term maturity 
where the more stark differences are found. 
Longer-term Irish NFC loans were growing in 
excess of 20 per cent on an annual basis up  
to early 2007, and averaged 15 per cent from 
then to mid-2008 (Chart 9). Through 2009 and 
into 2010 there has been a significant collapse  
in the outstanding amount of longer-term NFC  
loans in Ireland. This was not evident in the euro 
area as a whole, which has seen longer-term NFC 
loans continue to grow albeit at a slower pace. 
From peak, longer-term NFC loans in Ireland fell 
by 17.4 per cent by Q3 2010. The ratio of the  
net flow of longer-term NFC loans to gross fixed 
capital formation (GFCF) turned negative in mid-
2009 and reached as low as minus 30 per cent  
in Q1 2010. This happened despite the share of 
NFCs’ investment in GFCF remaining relatively 
stable and indicates that forms of financing other 
than bank lending, e.g. retained earnings, inter-
company loans, securities issues, have had to  
be increasingly used to sustain NFC investment 
over the past two years. While a significant 
portion of this decline is related to the scale  
of the collapse in property and real estate 
development, i.e. a demand-led reduction  
in longer-term NFC loans, it is possible that 
supply constraints could contribute to other  
forms of NFC capital investment becoming credit 
constrained due to a lack of optimal bank funding 
through long-term loans. Recent Bank Lending 
and SME surveys indicate that the decline in 
longer-term NFC loans reflects both demand  
and supply-side dynamics, as in addition to the 
imposition of tighter lending criteria by banks, 
demand for new lending has also been weak12.
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In contrast, resident credit institutions’ short-term 
lending to Irish NFCs, which would include the 
use of overdraft facilities, has continued to grow 
over the past two years (Chart 10). While short-
term lending to firms in the euro area as a whole 
fell by 13 per cent in 2009, these facilities were 
still expanding in Ireland. By Q3 2010, euro area 
short-term NFC loans were still contracting on  
an annual basis by 6 per cent, whereas in Ireland 
they had risen by over 6 per cent.
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Together, Charts 9 and 10 highlight the challenges 
for Irish firms in financing longer-term investment 
requirements, particularly those firms that are 
more dependent on bank loans as a source of 
external finance. The increase in short-term 
borrowing by NFCs at the expense of longer 
maturity loans may also raise concerns, insofar  
as it would indicate a greater reliance by NFCs  
on bank funding to meet working capital needs. 
As stated above, however, the weaknesses in 
aggregate NFC longer-term borrowing to date 
probably reflect subdued levels of demand.  
The difficulties faced by the domestic banking 
system in accessing longer-term funding may 
also inhibit the supply of long-term loans to 
resident NFCs. To the extent that this restricts 
capital investment and the resulting rise in 
potential output, it could pose a challenge to  
the domestic financial system playing an active  
role in an Irish economic recovery. One of the  
main objectives of recent banking policy in  
Ireland and at a European level has been  
to limit the potential for these supply-side 
constraints to become binding. The ability  
to monitor underlying developments in NFC 
lending that the new presentation of Money  
and Banking Statistics allows can contribute to 
better informing domestic policy in this regard.
It is not unlikely, however, that a recovery  
in the flow of lending to NFCs, and indeed  
to households, will lag the wider recovery in 
economic output in any case. Such a scenario 
would be in line with the findings of Claessens et 
al (2009), who report that credit-less recoveries 
are common following recessions that overlap 
with financial crises and credit contractions.  
They also find that in such instances, lending  
can lag GDP by approximately five quarters in  
the recovery phase. The recent increases in Irish 
GDP towards the end of 2010 have been led  
by the export-oriented multinational corporate 
sector, which would tend to be less reliant on  
the domestic banking system as a source of 
funding. This would also suggest that a lag  
can be expected between increasing economic 
activity and a recovery in bank lending in Ireland.
Chart 10: Loans to Domestic NFCs, Up to One  
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Section 4: Holdings of Securities 
Issued by the Domestic Private 
Sector: The Role of Securitisation 
and NAMA
Credit institutions’ holdings of debt and equity 
securities issued by the Irish private sector have 
become an increasingly important feature of total 
credit, reaching approximately 17 per cent of  
the outstanding amount of PSC in Q3 2010.  
The vast majority of this expansion relates to  
debt securities and in particular securities issued 
by non-bank financial intermediaries (or OFIs). 
There has been a similar experience in the euro 
area as a whole (Chart 11), although not on the 
same scale. The rise in securitisation activity 
internationally largely explains this phenomenon 
for both Ireland and the euro area.
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Chart 11: Credit Institutions’ Holdings of Debt 






















Ireland: Notional Index (LHS)
Euro Area: Notional Index (LHS)
Ireland: Annual Rate of Change (RHS)
Euro Area: Annual Rate of Change (RHS)
Notional Index, 2003 Q1=100 %
2003 2004 2005 2006 2007 2008 2009 2010
Sources: Central Bank of Ireland and ECB.
At its simplest, securitisation is a process 
whereby a bank establishes a separate special-
purpose vehicle (SPV) to which loans with similar 
characteristics are transferred. From an ESA 95 
perspective, SPVs are in the OFI sector. To fund 
this transfer, the SPV issues debt securities. In 
Ireland, the first securitisation took place in 1996 
and up until 2008 securitisations by Irish resident 
credit institutions predominantly related to 
residential mortgages. Initially securitisation was 
used by smaller banks and building societies to 
fund their business model. From 2005 to 2007, 
securitisation became more common in larger 
credit institutions, as shown by the net monthly 
flow of securitised loans in Chart 12. However  
the market for asset-backed securities issued  
by SPVs collapsed globally in 2007, as the US 
sub-prime mortgage market which had been 
largely funded through securitisation declined 
dramatically. It would seem counter-intuitive, 
therefore, that the securitisation of loans by Irish 
credit institutions became more prolific than ever 
in 2008, 2009 and 2010.
The rise in securitisation since early 2008, by 
credit institutions in Ireland, as in other parts  
of the euro area, arose from the use of internal 
securitisation activities to improve the liquidity 
profile of their balance sheets. In essence, the 
vast majority of debt securities issued by SPVs 
established by credit institutions in Ireland during 
2008 and 2009 were retained by the originating 
credit institution, which effectively transformed  
the loan assets on the credit institution’s balance 
sheet into debt security assets. This can be seen 
in the almost perfect correlation between the net 
flow of loans securitised and holdings of OFI debt 
securities since 2008 in Chart 12. In turn, these 
debt securities were in most cases eligible to  
be used as collateral in Eurosystem refinancing 
operations. This afforded credit institutions 
access to significant liquidity throughout 2008 
and 2009. During this period, other loans apart 
from residential mortgages, particularly NFC  
loans were also securitised. The largest and  
most important SPV in terms of Irish money  
and banking statistics is NAMA – its activities  
and their impact are summarised in Box 2.
Chart 12: Monthly Net Flow of Irish Resident  
Credit Institutions’ Holdings of OFI Debt Securities 
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Box 2: Transfer of Loans to NAMA
The National Asset Management Agency (NAMA) was established to purchase land and 
development loans from participating credit institutions*, with the first transfers taking place  
in March 2010. From both a statistical and a funding objective standpoint, the transfer of loans  
to NAMA has a similar effect to the retained securitisations seen during 2008 and 2009. Indeed,  
the NAMA process is a type of securitisation, although unlike most securitisations, the debt 
securities issued by the NAMA master SPV are backed by a government guarantee in addition  
to the underlying loans. The NAMA master SPV is a private-sector entity, as the majority of its  
share capital is sourced from private investors. As such, credit institutions record the OFI sector  
as the counterpart for NAMA securities held. Bonds issued by the NAMA master SPV are eligible 
collateral for refinancing activity with the Eurosystem, further improving the liquidity profile of 
participating institutions.
As mentioned in Section 2, the transfer of loans to NAMA from the participating credit institutions’ 
balance sheets has caused significant declines in the outstanding amount of loans to the private 
sector reported in Money and Banking Statistics. Without adjusting for the impact of these 
transfers, the underlying decline in lending into the economy would be overstated. Therefore,  
in calculating transactions and growth rates for loans, the Central Bank makes the necessary 
adjustments in the Money and Banking Statistics to avoid this mis-representation.
Another factor to be considered is that the loans being purchased by NAMA are done so at a 
discounted value. In measuring the underlying flow, or transactions in loans, these discounts are 
treated as revaluation effects, as described above, which, if not adjusted for, would overstate the 
contraction of bank lending into the economy. Any impairment recognised on NAMA bound loans 
prior to transfer are also accounted for in calculating transactions and growth rates in the month 
that those impairments were recognised. By end-Q3 2010, loans with a nominal outstanding 
amount of €27.3 billion had been acquired by NAMA (Table 1), over 80 per cent of which were 
issued by the offices of the participating credit institutions in the Republic of Ireland. These loans 
issued by within-the-State offices would have previously been included in the outstanding amounts 
(net of impairment provisions) in the Money and Banking Statistics produced by the Central Bank. 
Table 1 provides a detailed synopsis of the NAMA transfers, and shows that a little over half of  
the so-called ‘haircut’ applied in purchasing land and development loans from the participating 
institutions had already been recognised in impairment provisions prior to the time of transfer.  
The remainder of the haircut was recognised as a write-down at the time of transfer. In return  
for these loans and some related derivative instruments, the participating institutions received  
just under €13 billion in NAMA debt securities up to end-Q3 2010.
Table 1: NAMA Transfers up to end-Q3 2010, € million







Gross Outstanding Amount 22,666 245 4,444 27,355
Carrying Value Prior to Transfer 15,970 211 3,733 19,913
Impairments Recognised Prior to Transfer 6,483 44 895 7,422
Sale Value of Loans 9,441 157 3,237 12,836
Write-downs at Time of Transfer 6,528 54 495 7,077
Sale Value of Non-Loan Instruments (estimate) 115
Securities Received from NAMA SPV 12,951
Sources: Central Bank of Ireland and NAMA.
*  Allied Irish Bank, Bank of Ireland, Anglo Irish Bank, the Educational Building Society and Irish Nationwide Building Society.
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Section 5: Deposits from  
the Private Sector
Deposits in the banking system are a key 
indicator for users for a number of reasons. 
Deposits are first and foremost an asset of  
the depositor. Developments in, for example, 
household deposits give key insights into the 
current and future economic behaviour of the 
sector. Not only are increases and decreases  
in deposit markets important but so are the 
movements within deposit categories. For 
example the movement of funds from short-term 
demand deposits to long-term fixed deposits 
would be a firm indicator that the private sector 
are locking up savings with implications for  
the levels of consumption and/or investment  
in the near term, as this money is no longer as 
accessible. Monetary analysts may also interpret 
this as reducing inflationary risk as these deposits 
lose a degree of ‘moneyness’. On the other side 
of the coin, deposits are a key funding source  
for the banking system and the movement of 
deposits can offer insights into the funding 
opportunities and pressures facing banks.
The new Money and Banking Statistics provide 
much more detail on the Irish deposit market  
than has previously been available. Extra details  
in the new series include breakdowns by sector 
of counterpart and by deposit product type.
5.1  Deposits from the Irish Private  
Sector
Irish private-sector deposits rose from  
€99.3 billion in January 2003 to a peak of  
€187.1 billion in August 2009 and have since 
declined to €172.2 billion at end-November 2010. 
Despite this recent decline the size of the Irish 
private-sector deposit market has still increased 
significantly over the period relative to GDP  
(Chart 13). In early-2003, private-sector deposits 
were 71 per cent of GDP, and the largest share  
of this was deposits from Irish households at  
33 per cent of GDP. The latest data show a  
much higher level of deposits, equivalent to  
over 110 per cent of GDP, with the household 
sector still accounting for the largest share.  
The composition and relative size of the Irish 
private-sector deposit market is remarkably 
similar to the euro area as a whole, as shown  
in Chart 13.
Chart 13: Private-Sector Deposits by Sector  
as a Percentage of GDP
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Sources: Central Bank of Ireland and ECB.
While the 2003 Irish deposit market was  
slightly smaller than the euro area market  
relative to GDP, they now stand at about the 
same size. The start and end points may have 
been similar but as can be seen in Chart 14 
below both areas took different paths. In the  
case of Ireland the growth rate in deposits was 
very high and driven by strong economic growth 
and increased saving rates in the country. The 
growth rate increased steadily and peaked at 
nearly 20 per cent in late 2006. The inflows of 
deposits then declined sharply and in October 
2008 the first annual fall in private-sector deposits 
was recorded. Private-sector deposits have 
continued to fall since then, albeit with some 
volatility driven by non-bank financial companies. 
In recent months the decline in private-sector 
deposits accelerated in the face of continued 
concerns about the Irish economy and the  
banks’ financial positions.
In the period 2003 to 2007 the euro area deposit 
growth rate also increased at a lower rate than  
in Ireland. The volatility in this growth was also 
much lower and, despite the economic concerns 
throughout the euro area, private-sector deposits 
continued to grow. It is also interesting to note the 
different composition in growth over the period.
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Chart 14: Private-Sector Deposits;  
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Chart 15 presents indices for the notional 
outstanding amounts of household and NFC 
deposits. The divergence between the Irish 
household and NFC deposit level is very evident 
since late-2007. While the rate of increase in 
household deposits slowed after this period,  
the level of deposits did not actually begin to fall 
until January 2010. In recent months the decrease 
in household deposits has accelerated, partly due 
to the seasonal decline in deposits. The deposit 
outflows in November 2010 were particularly 
strong. In contrast, the level of deposits from  
Irish NFCs has declined significantly from the 
2007 peak and had declined by some 22 per 
cent by November 2010. This equates to  
€10 billion less deposits with Irish resident  
credit institutions. The fall may be an indication 
that corporates are using their cash reserves to 
finance ongoing activities through the current 
economic difficulties, or alternatively, are finding 
other investments or locations for deposits. The 
sectoral developments in euro area deposits 
contrast with the Irish experience, with both 
household and NFC deposit levels relatively 
unaffected by the recent global economic 
slowdown. In the same period that Irish NFC 
deposits declined by 22 per cent, total euro  
area NFC deposits increased by 14 per cent.
Chart 15: Deposits from Domestic Households  
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The discussion above has focused on the 
deposits from the Irish private sector. The Irish 
banking system also raises deposit funding  
from non-resident counterparties. Details of  
the developments in deposits with Irish resident 
credit institutions by depositors’ residency (Other 
Monetary Union Member State, or Rest of World) 
are presented in Chart 16. Developments in  
non-resident deposits are characterised by a very 
sharp increase in deposits from 2003 to 2008, 
which have since declined considerably, although 
they are still significantly above 2003 levels.  
This trend is more noticeable for non-euro area 
counterparties. Deposits grew by over 270 per 
cent and 246 per cent from Rest of World and 
Other Monetary Union Member State (OMUM) 
residents respectively, from 2003 to their peak 
against an 88 per cent increase in Irish private-
sector deposits. Rest of world private-sector 
deposits have since declined by 35 per cent, 
deposits from OMUM residents have declined  
by 24 per cent, and Irish private-sector deposits 
have declined by 8 per cent from their peak.
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Chart 16: Deposits by Residency of Counterpart; 
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Section 6: Conclusion
Money and Banking Statistics provide 
comprehensive and comparable data in a  
user-friendly format. The methodology for 
compiling transactions and growth rates  
results in more meaningful and user-friendly 
information for policy-makers, analysts and  
the general public. In this paper, we have used  
the new series to place the developments in  
credit and deposits in Ireland in an appropriate 
economic and international context as an 
example of how the Money and Banking 
Statistics can be used. In terms of credit,  
it is informative to see the impact of NAMA,  
etc, on the credit aggregates, as well as the 
developments in bank balance sheets and  
credit flows during the boom period and 
subsequent downturn.
The data show how growth in lending for 
investment and for consumption purposes 
outstripped the GFCF and personal consumption 
components of GDP, indicating the increased 
reliance on leverage during the boom period.  
The subsequent negative trends in lending,  
or de-leveraging, coincides with very weak 
consumption and investment activity. NFC  
lending data show that while loan growth  
remains negative overall, there has been an 
increase in short-term borrowing. This may 
indicate increased reliance on bank funding  
for working capital purposes. This has also  
been accompanied by a significant decline in 
deposits from the Irish NFC sector, indicating  
that companies are also utilising cash reserves.
The decline in NFC deposits is indicative of the 
wider decline in both Irish resident private-sector 
and non-resident deposits over the past year. 
Non-resident deposits in Irish resident credit 
institutions are now back to 2006 levels, as are 
the level of Irish private-sector deposits. The 
deposit base of Irish resident credit institutions 
had increased quite substantially from 2003 to 
2008. This growth was, however, surpassed  
by that of credit on the asset side of the credit 
institutions’ balance sheet, and led to more 
recourse to non-deposit sources of funding  
for the Irish banking system over this period.
The experience of previous banking crises  
would suggest that a credit-less recovery is the 
likely outcome over the coming years. The more 
detailed information now provided by the Central 
Bank in Money and Banking Statistics will enable 
us to analyse credit developments more accurately 
and help ascertain whether this does indeed 
become the eventual outcome.
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